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ON THE VALUE OF MONEY.* 

There is an impression abroad that it is possible to 
formulate a statement as to the value of money in various 
ages of the distant past, and in this manner to get a rough 
and ready method of comparing the corresponding classes 
in different periods as to their command over the comforts 
and conveniences of life. Sunday-school manuals contain 
statements as to the value of a penny in the first century 
at Jerusalem ; and careful historical students will some- 
times give encouragement to the popular demand for in- 
formation on this point, by estimates of the value of a 
pound sterling at the time of the Domesday Survey. 
There must be a wide-spread conviction not only that this 
comparison can be drawn, but that lecturers on economic 
history are always prepared to make it. I have tried to 
insist to various friends, who ask me such questions as, 
" What was the value of a shekel in the time of Esarhad- 
don ? " that the problem cannot be solved. In the pres- 
ent paper I hope to show why the inquiry, in the form 
in which they expect me to engage in it, is hopeless. 

It is, of course, quite possible to compare the amount 
of money that was in the possession of some person at 
some time with another sum at another time ; that is, to 
compare two masses of the same precious metal at dif- 
ferent times. We might, if we had the data, compare the 
amount of the treasure saved by David for building the 
Temple with the amount of treasure accumulated by Henry 
VII. or the amount subscribed at the foundation of the 
Bank of England. Tiiat is a mere physical comparison 
of the weight and fineness of two masses of metal. Or, 
again, we may compare the ratio of two known commodi- 
ties to one another, — of gold to silver or of incense to 

* A paper read before the Harvard Historical Society. 
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silver in different centuries. This is a way of estimating 
the relative plenty and scarcity of two commodities as 
compared with one another ; and it may throw light on 
the circumstances and commercial connections of various 
peoples and on the opening or working out of different 
mines. But such an inquiry does not give us the value 
of money, — the ratio of exchange between an ounce of 
silver and commodities of all sorts, the general purchas- 
ing power of the current coin. This latter problem can 
be discussed for different countries or districts in the 
present day. To say that we can live cheaply in Corn- 
wall is to say that the purchasing power of money is high 
there : prices are low, and you get a great deal for your 
money. To say that in California a dollar only goes as 
far as a shilling does in England is to say that silver 
there has only a quarter of the purchasing power. The 
comparison can be easily and practically made, for people 
with formed habits of life and definite requirements know 
how much money they must spend to maintain the same 
standard of comfort in the two places. There is a definite 
means of comparison. 

It is easily conceivable, however, that we might get very 
different statements as to the purchasing power of money 
in England and in India from two men who had different 
standards of comfort. The English official in India thinks 
it necessary for his standard of comfort to ride and shoot 
and go to the hills in the hot season : his brother at home 
may regard many of these things as luxuries rather than 
necessaries, and the English artisan in India does not in- 
clude them in his standard of comfort at all. Three hun- 
dred pounds a year in India is probably better than three 
hundred a year at home, to the bachelor official ; but one 
hundred a year in India is immensely better than two 
pounds a week to the English artisan. The relative value 
of money in India would be differently estimated by an 
official and an artisan. The one would say it was a little 
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higher than in England ; the other might put it at about 
double. Hence it follows that you cannot even for the 
present day give a precise answer as to the difference in the 
value of money generally in India and in England. Un- 
less there is a known standard of requirement or standard 
of comfort to serve as a basis of comparison, we get no 
result. We cannot make the proposed comparison with 
the time of William the Conqueror or Esarhaddon in gen- 
eral ; it is reasonable only to discuss the purchasing power 
of money to two men with precisely similar requirements 
then and now. The similarity of requirement must be 
present — or, to be technical, the effective demand for 
goods must be the same — or we have not a common 
standard by which to measure the purchasing power of 
money. 

From this it follows that, as between persons or times 
where there is no common standard of requirement, there 
can be no direct comparison as to the value of money. 
The requirements of similar classes may change greatly in 
a few centuries, since the time of Henry II. If one tries to 
take the closest comparison possible and to picture to one's 
self the difference between an informal discussion of some 
literary topic at an English university now with a similar 
talk six centuries ago, we may feel the inevitable differ- 
ences. The proceedings six centuries ago must have been 
a trifle dingy ; they were not illuminated by electric light 
or much artificial light at all ; they did not open with the 
reading of a paper, for writing materials were too precious 
to be wasted in literary trifling. The English college 
men of that time may have been more extravagant than 
their successors to-day, but they had no idea of making 
themselves comfortable. They had no arm-chairs and no 
carpets, no tea or coffee or cigarettes. Their muffins, if 
the}- had them, were bad. It is unnecessary to go into 
further detail to show that their requirements and ours 
are not commensurate, and that it is absurd to pretend to 
measure them in terms of money. 
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There is a danger lest economists in the present day- 
should forget the truism that value, even the value of 
money, depends on supply and demand; and this demand 
must be effective demand, — not a vague dream, but the 
actual willingness to sacrifice some definite thing for the 
sake of obtaining money. Unless an object is more or 
less within your range and reach, this effective demand 
cannot exist. In a condition of natural economy, — the 
condition which was dominant in Europe so far as the 
masses of the population are concerned from the fifth to 
the fifteenth century, — money could not be an object of 
effective desire ; for most men it was practically out of 
reach altogether. Monetary movements there were, but 
they did not touch the ordinary routine of peasant life ; 
and hence it is impossible to use money in any way to 
measure what their condition and requirements were. It 
is only in a time of money economy, when coins are within 
the reach of ordinary men, who expect to be paid in silver, 
that it can possibly give us any evidence as to the standard 
of comfort of the ordinary man. It may be possible to 
compare the weaver of the fourteenth century with the 
weaver of to-day, but it is hardly possible to compare the 
agricultural laborer of to-day and his analogue five cen- 
turies ago through the medium of money. To do so is just 
as absurd as to apply modern standards of intellectual de- 
velopment. We are often told about the low intellectual 
standard in some towns, as evidenced by the books that 
are sought for in the free libraries. This sort of standard 
would be ludicrous if we attempted to apply it to an age 
when reading and writing were not common accomplish- 
ments. There were mediaeval men of great mental power 
and subtlety who did not read or write much. Possibly, 
they had solid arguments because they neither read nor 
wrote, but thought the more. 

Granting, however, that many persons live and have 
lived outside the range of this monetary circle, it is still 
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true that money has been used more or less for all ages 
of the world's history. And it might appear possible to 
find some commodity which is so far stable in value that 
it can be used to measure the variations in the value of 
money. The commodity usually proposed is wheat, and 
it may be better than any other. But, if we use it in this 
way, we should at least be clear as to the assumptions 
that we are tacitly making. 

There are two minor but obvious points. We assume 
that wheat is wheat all the world over and at all times of 
the world's history. My impression is that wheat is not 
a fixed thing, but varies in quality considerably. Are we 
sure that the wheat in the time of Henry II. had the same 
sustaining power per bushel as wheat has at present? It 
may have had, but I am not sure : I note it as an assump- 
tion. We assume, further, that we can, by a system of 
averaging, discount the uncertainty which arises from the 
differences of good and bad years, and thus state a usual 
or fair price. When we have a regular series of quota- 
tions for a long period, that can be done : when we have 
only occasional quotations, we cannot be sure that we are 
striking the average rightly. 

But the really fundamental assumption is that the 
value of wheat from century to century is stable. Wheat 
is said to be the common food of the people ; and hence 
it appears that the demand for wheat is less likely to 
vary than the demand for any one article of mere taste 
and fancy. But wheat is not the common food of the 
people of the Highlands, or of the people of Ireland, or of 
the people of South Africa, or of the people of India. 
And the demand for wheat in these areas must be of an 
entirely different character from the demand in England. 
But is the demand for wheat constant even in England? 
Is it unaffected by the growth of population ? Is it unaf- 
fected by the varieties of food-stuffs we now have, and 
the opportunity for a mixed diet? I cannot answer these 
questions ; but we ought to answer them before we vent- 
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ure to take the value of wheat as a standard in terms of 
which we can measure the variations of the value of 
money. 

If, on the other hand, we admit that the demand for 
wheat is variable, we may of course argue that there is a 
prearranged harmony by which an increased supply is 
forthcoming in 'such quantity that the value of wheat 
does not rise, even when there are more mouths to feed. 
But this brings us face to face with the law of diminish- 
ing return from land. Personally, I do not believe that 
either the demand for wheat or the supply of it or the 
value of it is in any sense stable, or that it can be usefully 
employed as a standard for gauging the value of money. 
At the same time a method of concomitant variations 
might come in. If you have three or four countries where 
the common food of the people is different, — say rice, 
wheat, maize, and potatoes, — if over a sufficient period of 
years the variations in the price of each of these in the 
country where it is used as food correspond with the 
variations of the price of the common food in other coun- 
tries, there would be a strong presumption that we could 
trace the rise or fall of the precious metals in value dur- 
ing that period. Over a sufficient area and period and 
with known conditions of population, we might treat the 
common food of the people as stable in value, and thus 
have the means of estimating the changes in the value of 
money as indicated by this test; i.e., from the standpoint 
of the masses, not the classes. If this method could be 
applied for the last hundred and fifty years, it would help 
us to bridge a gulf which renders other methods of com- 
parison impossible. To these I will briefly turn. 

We may be able to get an instance of a demand for 
goods of many kinds, which recurs in a very similar form 
after a long lapse of time, and institute a comparison be- 
tween the money expenditure involved in the two cases. 
Supposing that there has been little change in the arts of 
life, the test seems to me fair. 
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For example, take the cost of fitting out an expedition 
by sea, for say one thousand men. The requirements would 
not be very dissimilar at the time of the Sicilian expedi- 
tion, Pompey's campaign against the pirates, Saint Louis 
and the Crusades. Certainly, the differences at these 
periods in the requirements of the admiral for his fleet 
would be trivial compared with the demands made in fit- 
ting out a fleet to-day. If we can treat the requirements 
of the admiral per thousand men as practically similar, we 
may say that the outlay demanded for this purpose at each 
date gives a means of estimating the changes in the value 
of money from one period to another. Or, again, it may be 
possible to take a peasant holding of thirty acres, with the 
stock, at two different periods, and to compare the price it 
would fetch. If there has been little change in the art 
of agriculture, the requirements at the two dates may be 
supposed to be closely similar. It is by taking concrete 
cases where the things required are similar, and treating 
them as a demand for money for a given purpose at two 
distinct dates, that we can best estimate the changes in the 
supply of money which may have occurred in the interval, 
and hence get a conclusion as to its value. 

To my mind the best hope of solving the problem, so far 
as it is soluble, is by extending the inquiries of Le Play 
and collecting family budgets for persons in similar condi- 
tion at different dates, — the proprietor of six hundred acres 
or the tenant of thirty. We shall then get a statement 
as to the changes in the value of money to some class or for 
some purpose. But we need never hope to get informa- 
tion as to the changes in the value of money generally, 
except when we confine our investigation to short periods, 
in which there is no real change in the arts of life, in the 
composition of society, or in the tastes and requirements 
of its members. 

W. Cunningham. 
Harvard University. 



